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LETTER OF SUBMITTAL 





Unirep States SENATE, 
PREPAREDNESS INVESTIGATING SUBCOMMITTEE, 
September 9, 1957. 
Hon. Ricwarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate. 


My Dear Mr. Cuarrman: There is submitted herewith the 13th 
report of the Preparedness Investigating Subcommittee created by 
action of the committee under the authority of Senate Resolution 
48, 85th Congress. 

This report is a case-history study of an attempted sale by the 
Air Force of automotive tires as surplus property at the Burtonwood 
Air Force Depot in England. The study indicates that there are 
adequate Department of Defense and Department of Air Force 
regulations governing the sale of surplus property. The violation 
of these regulations at the working level almost resulted in a financial 
loss to the Government. 

The subcommittee study again reflects the need for renewed efforts 
to enforce the principles of cost consciousness through strict enforce- 
ment of regulations and directives by military commanders. Regu- 
lations, in the absence of proper enforcement, are a nullity. 

When the subcommittee intervened, the sale was canceled, and 
automotive tires valued at $245,000 were properly screened and 
claimed by other Government agencies which had a need for them. 

Numerous other inquiries and investigations are being conducted 
by the subcommittee, the results of which will be transmitted to you 
as rapidly as they are completed. 

Respectfully, 
Lynvon B. JoHNSON, 
Chairman, Preparedness Investigating Subcommittee. 
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ATTEMPTED SALE OF NEW AUTOMOTIVE TIRES 
AS SURPLUS PROPERTY 





I. INTRODUCTION 


Following the cessation of active warfare in Korea, the Department 
of Defense found that it had on hand enormous quantities of surplus 
property excess to known military requirements. A special program, 
Operation Clean Sweep, was established to dispose of this surplus. 

Procedures were developed and directives put into effect providing 
a system for the materials to be thoroughly screened for use by other 
Government agencies prior to their disposal, in order to avoid the 
selling as surplus by one agency of material which could be utilized 
by another Government agency. These directives and regulations, 
if followed, would avoid the purchase of new equipment by one Gov- 
ernment department at the same time similar equipment was being 
sold by another Government agency. 

The subcommittee followed the development of these systems and 
has issued two previous reports dealing with this program. It has 
made many recommendations for the improvement of the system as 
a whole and for the correction of specific errors uncovered at individual 
installations. These previous subcommittee reports are: (a) The 
Sixth Report of the Preparedness Investigating Subcommittee dated 
March 14, 1956, entitled, ‘“The Sale of Surplus Military Property,” 
and (b) The Ninth Report of the Preparedness Investigating Sub- 
committee dated July 2, 1956, entitled, “(Concurrent Buying and 
Selling of Military Equipment’’. 

As a result of our experience up to the present time, the subcom- 
mittee believes that the primary problems to be overcome deal with 
adequate and efficient enforcement of the pertinent regulations and 
directives. 

In studying a program as complex and as large as the disposal of 
surplus military property, it is valuable to take a single transaction 
and follow it through various stages. There is no other way to deter- 
mine whether directives and regulations are meeting with compliance 
in the field. 

A case history study of this type need not involve a large transaction 
running into millions or hundreds of millions of dollars. It is best if it 
is a relatively simple transaction which highlights the actual opera- 
tions of the program. 

This report concerns a simple transaction. The amount of money 
involved was slight in comparison with the tremendous sums spent 
on the military program. But those tremendous sums are the sum 
total of relatively small transactions. Against that background we 
present the following facts. 

cost-conscious taxpayer, who was an automotive tire dealer, 
brought to our attention the fact that the Air Force was attempting 
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to sell new and unused automotive tires as surplus property, and that 
other Government agencies were buying similar type automotive 
tires. The subcommittee decided to conduct a case history study not 
only to determine the facts in this particular case but to see whether it 
shed any light on the disposal program. (See exhibit A for a chrono- 
logical table of events.) 

Ironically, the person bringing the matter to our attention had 

rotested the sale to the Air Force and had been advised that the sale 
od been consummated strictly in accordance with United States Air 
Force regulations and procedures. (See exhibit B.) When the sub- 
committee intervened, the sale was canceled in the best interests of the 
Government. 

This report, therefore, is a recounting of the investigation by the 
subcommittee, and reflects an analysis of the attempted sale of approx- 
imately one-quarter million dollars of new automotive tires in excellent 
condition. The report discloses the errors arising from a failure to 
follow the established procedures and regulations, It is an example of 
what happens when the system is not adhered to. It reflects a need 
for additional measures for strong enforcement of the regulations. 

Inasmuch as the depot concerned was overseas and great distances 
were involved, long delays were encountered in the assembly of all the 
facts germane to the inquiry. Therefore, it was not until April 13, 
1957, that the Department of the Air Force submitted the final mate- 
rial on this matter, enabling the subcommittee to complete its 
investigation. 


II. ATTEMPTED SALE OF AUTOMOTIVE TIRES AT BURTONWOOD AIR 
DEPOT, WARRINGTON, ENGLAND 


During 1955, the Burtonwood Air Force Depot at Warrington, 
England, discovered that the Air Force was overstocked in different 
kinds of commercial-type tires, ranging in size from 4.50 by 12; 
6.00 by 16; 7.50 by 15; 7.50 by 16; to huge truck and earth-mover 
tires as large es 21.00 by 34. 

Presumably, these tires had been ordered by the Burtonwood 
Depot on the basis of forecasted requirements for tires in the area 
supplied by that depot. For unexplainable reasons there was less 
demand for the tires than had been originally anticipated. The 
depot personnel concluded that a surplus existed, even after allowance 
was made for the tires the depot would reasonably need and require 
during the future months of operation. 

In the instant case, the Burtonwood Depot, on August 22, 1955, 
reported 3,548 new and unused tires to the disposal office for disposi- 
tion. All of the tires were in excellent condition and had cost the 
Government $245,122.50.1. Some of the heavier tires had cost as 
much +s $556.95 each. Here, the first serious act of omission occurred. 
The reporting office and the disposal office missed one very important 
step. Prior to putting them up for surplus sale, no check was made to 
see if any other Government activity could use the tires. This check 
is known as screening the property in any given department with the 
needs of other Government agencies. Such screening is clearly pro- 
vided for in the directives of the Department of Defense, namely, 


1 This included all the tires listed for sale except 88 tires of different sizes which were offered as a single 
miscellaneous lot. As such they were not reportable property and, did not require screening. 
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DOD Instruction 41609, dated June 24, 1955, entitled, ‘Policy and 
Procedures Governing the Reporting and Screening of Excess Personal 
Property Under the Control of the Department of Defense.” 

The original error occurred in the preparation of the turn-in slip, 
which reported the tires as excess. This released the tires from the 
accountability of the officer in charge of Air Force active stocks to the 
disposal officer for sale as surplus. This report did not identify the 
materials as “reportable property.” If they had been correctly 
labeled as reportable property, they would have gone to another Air 
Force office, which would have taken the appropriate action of noti- 
fying all other Government agencies as to their existence prior to 
initiating action to sell them. 

Upon learning of the proposed sale, the subeommittee compared the 
tires for sale with the reports it receives daily on forthcoming procure- 
ment proposals for the purchase of supplies by all Government agen- 
cies. It found that the Department of the Army, which buys all 
tires for the entire Military Establishment, was procuring, at the time, 
several thousand tires for use by the Air Force. Many of these new 
tire purchases were the very same type tire as those reported as 
surplus at the Burtonwood Depot. 

The subcommittee immediately contacted the Air Force and advised 
them of the potential danger of buying and selling the same property 
concurrently, a procedure that would be needlessly expensive to the 
taxpayer. The Air Force was requested to ascertain if the tires 
being sold in England were truly surplus to all known Government 
needs, and whether they had been properly screened prior to the 
announced sale. 

The Air Force replied that the tires put up for sale at the Burton- 
wood Air Depot had not been properly screened and advised that the 
sale had been canceled. The Air Force stated further: 

We appreciate the information * * * which you forwarded. It was timely 
and resulted in action which protected the Government’s interest. 

Following this action, the subcommittee commenced a more de- 
tailed study and requested the Air Force to make an exhaustive 
inquiry into the matter. The investigation uncovered that the 
failure to screen the tires with other Government agencies had not 
been the only error committed by the Burtonwood Depot. In addi- 
tion, the disposal office violated a number of directives and merchan- 
dising principles. They are discussed below in order to bring out 
the importance of the various factors entering into the proper conduct 
of a surplus sale so as to obtain the maximum return to the 
Government. 


A. Segregation of stocks 


Material to be sold as surplus should be segregated from the regular 
military supplies that are being retained in stock. In the case at 
hand, the advantage would have been that the tires most recently 
acquired could have been retained. Failure to segregate would give 
successful bidders the opportunity to select the better tires and reject 
the older, less desirable tires from the standpoint of date of 
manufacture. 


93890—57——-2 
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B. Improper method of sale 


The sale as announced was to be conducted by the ‘“spot-bid” 
method rather than by auction or by sealed bid. This meant that 
the sale was to be made by the opening of sealed bids ‘‘on the spot”’ 
for the determination of the high bidders, although actual awards 
were to be made later by letter. But, as directives clearly indicate, 
the spot-bid method of sale is better adapted to sales of commodities 
which have a geographically limited appeal and a relatively low value 
per lot. The Air Materiel Command in AMCL 68-13 (exhibit C), 
then in effect, stressed the above factors and added “Maximum com- 
petition should never be sacrificed for a simplified method of sale.” 
Certainly it was a most inappropriate method of attempting to 
arouse widespread market interest and to obtain maximum compe- 
tition in view of the high value and international utility of the tires 
in question. 


C. Adequate descriptive language omitted from the invitations to bid 

The invitation to bid failed to embody information essential to 
prospective buyers. (See exhibit D.) It was not designed to obtain 
maximum competition, for it omitted the original cost of the tires, 
their make, part number and a statement as to the condition or 
quality of the tires to be sold. Such data was indispensable if maxi- 
mum competition were to be generated with a consequent higher re- 
turn to the Government. By way of illustration, the acquisition cost 
of the tires would have been of obvious value as a price reference to 
prospective buyers, and the failure to distinguish as to whether the 
tires were new or used would stimulate little “buyer interest. Failure 
to provide this essential data is contrary both to well-established 
merchandising principles and to Defense Department directives. One 
such directive was issued on June 30, 1955, entitled, ‘Surplus and 
Foreign Excess Merchandising Operations” (see exhibit E) and states: 

Descriptive language used in advertising, invitations to bid, and auctions 
catalogs is to conform to the language of the trade conmonly engaged in the 
buying and selling of such ites, and is to provide su ‘ficient information to justify 
inspection by an interested buyer, and perhaps a bid. 

An additional directive on this point is Department of Defense 
Instruction 4160.4, dated July 13, 1954, which states relative to 
description of property to be sold as follows: 

Property offered for sale should be adequately described in sales catalogs and 
invitations as to item, make, part number, condition, quantity, and acquisition 
cost of usable property. The description, when read, should be sufficient to facilitate 


a decision by a prospective buyer that he either is or is not interested in buying the 
item. (Italie supplied.) 


Such could hardly be said for the description of the tires to be sold. 
D. Selection of a limited bidders list 


Conflicting information was submitted to the subcommittee on the 
number of invitations to bid sent to prospective bidders. The Air 
Force, up through its final report of April 13, 1957, has maintained 
that all 385 firms on the bidders list used by Burtonwood Depot were 
sent invitations to bid. This conflicts with a statement by the dis- 
posal officer made on November 28, 1955, which was as follows: 


This command had the bidders list and selected those people who had evidenced 
interest in the purchase of this type of equipment * * 
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In addition, certain companies on the bidders list reported to the 
subcommittee that they did not receive an invitation to bid. [t is 
basic that the opportunity to participate in a sale of this magnitude 
should be given to as many firms as is practicable. The interest 
manifested by the companies who asserted a failure to receive an 
invitation to bid indicated that the desired goal of maximum compe- 
tition would have been better served had they been advised. 


E. Insufficient time allowed for preparation of bids by prospective bidders 

Another departure from approved procedure under applicable regu- 
lations was the failure to give adequate time to examine the property 
and to submit a bid. The disposal office allowed only 12 days between 
the day the invitation to bid was sent out and the day on which the 
bids were to be opened. This is contrary to the aforementioned direc- 
tive of the Department of Defense entitled, “Surplus and Excess 
Foreign Merchandising Operations,’ which says: 

Specifically, action is to be taken at all disposal levels by each military depart- 
ment to ensure that: 

1. Not less than 21 days are allowed for building up market interest in surplus 
and foreign excess sales offerings in excess of $25,000 acquisition cost; i. e., pros- 
pective purchasers must be given not less than 21 days, exclusive of transmittal 


time, to react to sales offerings, and not less than 14 days prior to the sale to 
inspect property. 


F. Exclusion of United States firms 

It should be pointed out that no bids in the proposed sale of the 
tires at the Burtonwood Air Depot were submitted by or on behalf 
of any American firms. The failure of American companies to bid 
apparently resulted from a combination of factors discussed above— 
the selective use of the bidders list, the limited time allowed for the 


inspection of the tires and submittal of bids, and the provision that 
bids submitted by mail were unacceptable. 


G. No deposit required 


Ordinarily, in a surplus sale such as this, a cash deposit—ausually 
specified in the invitation to bid as 20 percent of the bid price—must 
accompany the bid. This serves the primary purpose of protecting 
the government in the event of default and also operates as a deterrent 
to such default by those submitting insincere bids. 

It is indeed, unfortunate, but true, that no deposits were required 
to be submitted with the bids in this sale. 


H. The cancellation of the sale 


As we have stated, the Air Force, upon the request of the subcom- 
mittee, enlarged the scope of its original inquiry into a full investiga- 
tion. At first, Headquarters, USAF, was assured that the sale had 
been conducted in accordance with pertinent directives and regula- 
tions. Subsequently, the depot admitted to Washington that the 
material had not been properly cleared for disposal as surplus. 

Most important, the sale of the tires was canceled, and none of the 
tires were released to the firms which had bid on them. 

Within the scope of the investigation undertaken by the Air Force 
was the question of possible criminal conduct or wrongdoing short of 
crime. The Air Force stated that their investigation “failed to un- 
cover any criminal conduct on the part of any of the personnel 
involved,” and that “the error was purely clerical in nature.” The 
subcommittee believes it to be clear that the facts developed in this 
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case disclose too many serious departures from proper disposal pro- 
cedures to be so lightly characterized. 


I. The ultimate utilization of the tires 


The Air Force advised the subcommittee that a proper screening of 
the 3,548 tires would be conducted with regard to the possible needs of 
other Government agencies for the tires that were to be sold. 

The results achieved were indeed gratifying. A widespread demand 
for these tires was reflected on the part of the Army, Navy, our foreign 
aid program, and even the Air Force itself in other geographical areas. 
A total of 1,808 tires were requested by the Army, 582 by the Navy, 
195 were redistributed to other Air Force installations overseas, and 
the remaining 963 were being held subject to consideration and use in 
our foreign military assistance program. (See Exhibit E.) 

Thus, as a result of the intervention of the subcommittee, 
$245,122.20 worth of new automotive tires were utilized by the Govern- 
ment rather than being sold to foreign firms for a fraction of their value. 
It resulted in a correspondingly lower level of new tire purchases by 
the various government agencies using these tires. In this regard the 
Air Force stated that: 


* * * the redistribution of the bulk of these tires to using organizations will 
undoubtedly reduce requirements, and consequently affect procurement. 


III. CONCLUSIONS 


The subcommittee concludes from this case history study that: 

1. Automotive tires costing the Government $245,000 were put up 
for sale as surplus property by the Air Force at Burtonwood Air 
Depot, England, without being offered to other military and civilian 
agencies, under the so-called screening process, to ascertain their need 
for this property. This violated existing Defense Department and 
Air Force directives and regulations. 

2. Irregularities in the procedures followed, also were contrary to 
Air Force and Defense Department directives, and failed to properly 
protect the best interest of the government. Among these irregulari- 
ties were: 

(a) Improper selection of the spot-bid method of sale rather 
than utilization of the sealed bid or auction sale methods. This 
violated the intent and purpose of Air Force directive AMCL 
68-13. 

(6) Failure to segregate the excess quantities of automotive 
tires from regular Air Force stocks, with the result that successful 
bidders would have been able to select the best tires the Air Force 
had on hand to the detriment of the Government. 

(c) Violation of Defense Department directives requiring that 
bidders be given 21 days, exclusive of mailing periods, to inspect 
and bid on surplus property, inasmuch as the disposal office al- 
lowed only 12 days from the time it mailed out the bids until the 
bids were opened. 

(dq) Failure to describe adequately the property for sale as to 
its acquisition cost and present condition, thereby, omitting 
information vital to prospective bidders, and, so, restricting the 
field of competition. These omissions violated Department of 
Defense regulations. 





| 
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(e) Failure to circularize the maximum number of interested 
bidders. 

(f) Failure to require a bid deposit to protect the Government 
in the event of default and to prevent capricious bidding. 

(g) Exclusion of United States firms who might desire to bid. 
This exclusion was a result of a combination of the above factors, 
namely, selective use of the bidders list, the limited time allowed 
for the inspection of the tires, and the provision that bids submit- 
ted by mail were unacceptable. 

3. The mtervention of this subcommittee resulted in the cancellation 
of the disposal action to sell these tires as surplus and, ultimately, led 
to the utilization of these tires by other military and governmental 
agencies, which had a need for them. This resulted in savings to 
the Government, represented by the difference between the original 
cost of the tires, i. e., $245,000, and the nominal return that would 
have been realized through their disposal at a surplus sale. This 
saving is not only reflected by the utilization of these tires by the 
Department of Defense, but also reflected by a correspondingly lower 
level of new-tire procurement. 

4. During the past few vears, the situation, in which valuable 
military property is shipped to various installations, both in the 
United States and abroad, to meet reported military requirements, 
only to find, upon arrival of the property at its destination, that the 
need for the material has mysteriously disappeared, has occurred 
altogether too frequently. 

5. Directives and regulations, no matter how meritorious, achieve 
little benefit if nothing 1s done to insure compliance therewith. 

6. In July of 1956 the Preparedness Investigating Subcommittee 
issued its ninth report entitled “Concurrent Buying and Selling of 
Military Equipment,” reporting on instances where certain agencies 
in the military were selling unused property in excellent condition at 
the same time other agencies were purchasing the same items from 
industry. Such actions must be prevented to insure the most efficient 
and economical operation of the Military Establishment and to save 
the taxpayers’ money. Unless the procuring agency is given the 
opportunity to know of the existence of surplus materials in all the 
services for which it is purchasing, it cannot reallocate surplus mate- 
rials from a service having an excess to a service with a need for the 
material. It will continue to buy new goods for one service while 
another service seeks to dispose of similar property. Much of the 
effectiveness to be expected from appointing a sole procurement 
agency is thereby lost. 

Existing regulations do not require that purchasing officials must 
of necessity review the information available concerning excess prop- 
erty in the hands of other military agencies. To this degree the 
regulations are deficient. The subcommittee believes that it is vital 
that all procurement officials thoroughly screen and study excess 
property data prior to their purchasing new military items and, thus, 
prevent needless concurrent buying and selling. No purchasing 
agent should be able to say that he did not know someone else in the 
Government had excess property while he is purchasing the same 
property. The subcommittee reiterates its previous findings set out 
in the ninth report that uniform Federal stock numbers be assigned 
and converted to use for all military property expeditiously to permit 
quick and ready identification of property between the services. 
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IV RECOMMENDATIONS 


It is recommended that: 

1. Improvements should be made in the present system for dis- 
posing of surplus property by instituting appropriate enforcement 
measures to insure compliance with the outstanding directives and 
regulations. 

2. The Department of the Air Force, and all military departments 
in administering the surplus property program, should be ever mindful 
of the cost of the commodities being sold. Such cost consciousness 
must inevitably act as a spur to arouse maximum buyer interest and 
to obtain the highest return to the Government. 

3. Military departments should attack with renewed vigor the 
implementation of proper military safeguards to insure that property 
is only dispatched where known requirements exist for its use. Such 
action will insure military preparedness and will not permit uneco- 
nomical military spending. 

4. The Air Force should submit a report to the subcommittee as 
soon as possible, reflecting the manner in which this quantity of tires 
originally were shipped to Europe only to end up as surplus to Air 
Force needs. 

5. The various military departments should take appropriate steps 
to determine that field commands are fully aware of the regulations 
and directives that cover surplus property disposal and should report. 
to the committee on action taken in this regard. 

6. Effective regulations and directives should be issued and enforced 
making it mandatory that officials responsible for purchasing military 
equipment thoroughly review all information available concerning 
excess property in the military establishment. The Department of 
Defense should report to the subcommittee on the results of this 
recommendation. 


Exuisit A 
CHRONOLOGICAL TABLE OF EVENTS 


1. August 22, 1955: The automotive tires were turned over from the office in 
charge of regular Air Force stocks at the Burtonwood, England, Air Force Depot 
to the disposal officer for sale as surplus property. 

2. October 22, 1955: Invitations to bid mailed to certain bidders listing the 
tires for sale and requesting bids. 

3. November 4, 1955: The depot opened the bid on the tires. 

oa November 9, 1955: A United States firm protests to Air Force concerning 
the sale. 

5. November 9, 1955: The Burtonwood Depot advises United States firm that 
sale was consummated strictly in accordance with United States Air Force regula- 
tions and procedures. 

6. November 9, 1955: The Department of the Air Force advises the depot to 
look into the matter. 

7. November 10, 1955: The depot assures Air Force headquarters that all 
regulations and directives have been complied with. 

8. November 10, 1955: The Preparedness Investigating Subcommittee initiated 
its investigation and called upon the Department of the Air Force for full details 
concerning this transaction. 

9. November 11, 1955: Depot officials advised Air Force Headquarters that 
further review indicates that their message of November 10, 1955, was incorrect 
and that the sale had not been conducted according to Air Force regulations. 
Further, that sale would be canceled until proper circularization to other Gov- 
ernment agencies had been made. 
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10. December 5, 1955: Air Force was advised by Preparedness Investigating 
Subcommittee that some of the tires being sold were being procured concurrently 
on December 6, 1955, by the Ordnance Tank Automotive Command of the 
Department of the Army. 

11. December 27, 1955: Air Force Headquarters states that the regulations 
were not followed, and they will now screen the tires with all other Government 
agencies to ascertain their need. Also that an investigation by the Inspector 
General will be conducted. 

12. December 30, 1955: Other Government agencies are officially informed of 
the existence of these tires and are eligible to claim them for their agencies from 
the Air Force. 

13. March 2, 1956: Department of Defense admits that some of the tires up 
for sale by the Burtonwood Air Force Depot are the same type of tire being 
procured by the Ordnance Tank Automotive Command. 

14. October 26, 1956: The Air Force advises the Preparedness Investigating 
Subcommittee that all of the 3,548 tires involved except for 88 of miscellaneous 
sizes have been requested by other Government agencies, thus preventing their 
sale as surplus property and preventing needless procurement. 

15. April 13, 1957: Final data received by the Preparedness Investigating Sub- 
committee from the Department of the Air Force completing the record of inquiry. 


Exuisit B 


Date-time group: 09—2000-2—N00—55 
Security classification: Unclassified 
Precedence for action: Priority 
From: (Originator) Commander NAMA (EUR), Burtonwood, England. 
To: Automotive Tire Service, Inc., 152 North Beacon Street, Boston, Mass., 
United States of America. 
Information: 


Sale consummated strictly in accordance with USAF regulation and proce- 
dures on November 4, 1955, at 3p.m. Your protest received by disposal officer 
by telephone on November 9, 1955, at about 4 p. m. 


James J. Treacy, Colonel, USAF. 
Symbol: NASS—9/1715Z/November 1955. 


Exursit C 
MCSJ 
AMCL 68-13 
Heapquarters, Atk MatTerte, CoMMAND 
Wricut-Patrerson Arr Force Base, 


June 17, 1955. 
AMC Letter No. 68-13. 


Subject: Spot-bid sales. 
To: Commanders, Air Materiel Areas; Commanders, Air Force Depots; Com- 
mander, Wright-Patterson Air Force Base. 


1. Purpose. To foster good judgment in selection of the spot-bid method of sale 
and to facilitate improved planning in its use. (Italic supplied.) 

2. GENERAL. The spot-bid sale provides a simplified and accelerated method 
for disposing of small generations of general consumers use type surplus property. 
The appropriate use of this sales method is encouraged at all Air Force disposal 
activities. 

3. SELECTION AND PLANNING: 

a. Selection of the spot-bid sale: Before selecting the spot-bid method of sale, 
the following questions should be considered: 

(1) Does the acquisition cost make selection of the spot-bid method 
appropriate? Property should never be offered for spot-bid sale if the line 
item acquisition cost is $8,000 or more. Recently, a truck, having an acquisi- 
tion cost of $18,142.15 was offered for sale by spot-bid method. In view 
of the cost of the truck, another method of sale might have been more appro- 
priate. There also appears to be a general area of misunderstanding of the 
term, “line item.”’ As applied to the sale of surplus property, a “line item” 
is intended to be a generation of property that is identical or similar in com- 





ATTEMPTED SALE OF NEW AUTOMOTIVE TIRES 





mercial application. Similar or identical property should not be presented 
as more than one item of sale in order to avoid the $8,000 limitation. 

(2) Will sale of the surplus property to a restricted geographical area accom- 
plish maximum dollar return to the Government? A recent spot-bid-sales catalog 
offered certain aircraft engines, suitable for recovery of parts. Through spot-bid 
sale, these engines were offered only to a local market. However, the aircraft 
for which these engines were applicable are now in widespread commercial use, 
and premium prices are being offered for spare parts. Had these engines been 
offered for sale by another method, a larger and more appropriate market would 
have been reached. Maximum competition should never be sacrificed for a 
simplified method of sale. [Italic supplied.] 

b. Planning spot-bid sales: Success of spot-bid sales is in direct proportion to 
planning and preparation. The following sales-planning factors are set forth 
for consideration: 

(1) In advertising property for sale by spot bid, two distinet markets are 
being solicited: A regular market, interested in all spot-bid sales; and a 
secondary market, interested in specific items. A well-planned advertising 
campaign will achieve maximum attendance from both markets. Of prime 
importance to the first market is information regarding the time and place 
of sales. This group of bidders is well served through regularly scheduled 
sales and through advertising of the schedule. Advertising of future sales 
at the site of the current sale is reeommended. The second market can be 
approached through advertising of items of high interest value. Advertising 
centered around specific items will attract large numbers from this second 
group. PIO releases are invaluable in soliciting this type market. 

(2) Brochures and other forms of public advertising should be released 
well in advance of the opening date of inspection. One installation has 
consistently mailed out brochures on Fridays and opened inspection on the 
following Monday mornings. Effectiveness is considerably lessened through 
such short notice. 

(3) Care must be exercised to assure that lots are neither too large nor 
too small. Extremely large lots will tend to exclude small-business compe- 
tition. This must be avoided. Small business is the backbone of the spot- 
bid sales market. On the other hand, extremely small lots will tend to place 
the Government disposal system in competition with local retailers. Such a 
position invites public criticism. A middle position should be maintained 
whenever feasible. 

(4) Display is vitally important to spot-bid sales. Regular bidders are 
aided in their inspection by proper display. Other individuals who attend 
sales with the intention of bidding on only one item can be induced to greater 
participation by a well-prepared display. In turn, development of interest 
from one item to several items will tend to change that individual from an 
occasional to a regular customer. 

(5) Inspection periods should be adequate. The intent of AFM 67-1 is to 
establish 3 days as a minimum period of inspection. However, many instal- 
lations are not using a 3-day inspection period exclusively. The length of 
the inspection period should be based on the type property being offered, 
and consequently, on the type bidder being solicited. It should be of such 
duration that all prospective buyers will have a chance to view the property. 

(6) Page 1 of Standard Form 114, Sale of Government Property, Invita- 
tion, Bid and Acceptance, is still used by a few activities, as is Standard 
Form 114A (continuation sheet). AF Form 1166, Sale of Government 
Surplus Property, is in keeping with the overall simplicity of the spot-bid 
sale and its use or the use of an equally simple cover sheet is recommended, 

4. DissmMINATION TO OTHER Arr Force Activitizs. AMA commanders will 
disseminate the contents of this letter to all Air Force activities within their areas, 
MAAMA, OOAMA, MOAMA, and SMAMA will also disseminate to oversea 
activities serviced. 

By order of the commander: 

Official: Neat J. O’Brien, 


Neat J. O’Brien, Colonel, USAF, Adjutant. 
Colonel, USAF, Adjutant. 


Distribution: A. 
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Exursir D 


(The following is an exact reproduction of the manner in which the automotive 
tires were listed in the invitation to bid concerning spot-bid sale 56—5 at Burton- 
wood Air Force Depot, England, which is the subject of this report.) 


Spot Bip Saue 56-5 


Burtonwood, commencing 0800 hours October 31, 1955, through 1400 hours 
November 4, 1955. 

The undermentioned property is being offered for public sale by the base dis- 
posal officer, Burtonwood, Warrington, Lancashire, England, with all property 
located at Burtonwood. 

Property in this schedule is being sold on a lot basis. The sale is subject to 
all the terms and conditions set forth in attached invitation to bid. 





| 























| | 
Item Description Unit of sales | Duty Purchase 
No. tax 
| 
Percent 
1 | Excess tires, auto, size 21.00 pers i teammates ; sol SL OE ne avoiencetens 33%| N/L 
9 ae ae wee Pee 3314 N/L 
GAs Osa iddidaidinen tai di iE ~<col§ SRGRG 66s cesesnd 334%; N/L 
a a ae ee Pa ee ee mpg tacig ainnind 3344, N/L 
5 | Excess tires, auto, size 24.00 ‘by 32, 1 each; 6.50 by 10, 306 each.......... 3314 N/L 
305 eac’ | 
6 | Excess ar auto, size 7.50 by 10, 46 each; 7.50 by 15, | 114 each___-- 33%} N/L 
68 each. 

7 | Excess tires, auto, size 7.50 by 16. ......--..----.--.--. 200 each.........- 33%, N/L 
Onc t Red ciacaccdoususcccedhsiecase aati taie ac aeene ae wf | MES ALOT 33%; N/L 
O 450. Oss ie ed a Se ee 184 each-.__.._..-- 3344} N/L 
10 | Excess tires, ante, ine 4.00 UF UR........ -dausséck setous OF WO. 3.6. 22004. 33%; N/L 
11 | Excess tires, auto, size 7.00 by 15........-.......-----.. i acknaranate 33%) N/L 
BS Ta Eo bac wp knee eg a le ee eats 239 each___....___. 33%) N/L 
13 | Excess tires, auto, size 7.00 by 20.._.....-..--------__- 300 each __ poss’ 33%) N/L 
1A be. eas ib ceniincsuqodssasnsdhins dhbeemeaeans dean 337 each........... 3344, N/L 
OP Eienie si tantinniescudnswesmuiiceaiinadiameea pale aca eis hndunes 33% N/L 
isa. WB. cn = nap cnnonconecpedhieed ste eae | 324 each ___ 7 334, N/L 
17 UO. BALL, . 555 RLU dei iociaduaeliad | 188 each...__...... 3344} N/L 
18 | Excess tires, auto, One OF TIF. ein ict iqas~ angen | 144 RS x tacesentindh 3344, N/L 
19 | Excess tires, SRO, SNS TEOO We BE. 8 <r ennettinvecsh I clinresten tied 33%, N/L 
SF Caos Agi, Soe saaa cage eenale ered ooasuceeee as Fe iad 33%; N/L 
21 on | SYEBTTeteeneree wath i yenee.....aLc! 3344) N/L 
) teen tineel a tunmenntuhdantémchcee sa SE OO. nese ses 334; N/L 
23 WR sccn 10 each_- . 33%| N/L 
24 ey se antavan eu a decap aa eelageen aie ee isis | 3344} N/L 
3. i... ON AEE FS ee do. 3345) N/L 
26 ORR: ae ee eS Ae 334%; N/L 
27 No dbs Ne diadacnninatanws Saleneanaascnaebasied Mitcesaend 334) N/L 
28 Tle te cighinwsatnuchbaesniemeniaskae eee do 33%; N/L 
29 ices do 33% N/L 
30 a e a * do_.... ba 334% N/L 
31 chisicinicticatviinwbaescwacsapah akira 33%; N/L 
32 pe aa cit et a Pal ees se es oak ities 33%) N/L 
33 MiB nicatade ed cnt dn «thin tates gad tans 9 each _____- gecaa 33%) N/L 
34 | Excess tires, “auto, size 16.00 by 24_______- cascaded eases aa eCaiaineiaies 334%; N/L 
35 | Excess tires, auto, size 21.00 by 24.__............_----. ie stinbeeion 3344) N/L 
36 At ~ RUDE SAL ii... aah . 3314 N/L 
37 334%) N/L 
38 3344} N/L 
39 33%; N/L 
40 33%| N/L 
41 334) N/L 
42 33%, N/L 
43 33%} N/L 
44 | 3344} N/L 
45 fone tires, auto, miscellaneous, “approximately 88 Fe ccitneats apndioas 3334) N/L 
46 | Overcoats wool O. D., approximately 4,500 each_._..__|_..-. Si. iar 20 N/L 





NOTICE 


Amendment list: 
Item 16: Tires, 500 by 16; quantity, 324 each. 
Item 17: Tires, 600 by 20; quantity, 188 each. 


AMENDMENT TO SPOT BID SALE NO. 56-5 


Item No. 46: Overcoats wool O. D., sold as 1 lot, approximate weight, 4,500 
pounds. 





ATTEMPTED SALE OF NEW AUTOMOTIVE TIRES 





Exuisit E 


AssIsSTANT SECRETARY OF DEFENSE, 
Washington, D. C., June 30, 1956. 


Memorandum for the Assistant Secretary of the Army (Logistics and R. and D.), 
Assistant Secretary of the Navy (Material), Assistant Secretary of the Air 
Force (Materiel). 

Subject: Surplus and foreign excess merchandising operations. 

Intensive efforts should be devoted at this time to improving and strengthening 
surplus and foreign excess merchandising operations in each of the military depart- 
ments. Emphasis should be placed on increasing gross and net returns from sales. 
This is best accomplished by developing a higher degree of market interest in 
Department of Defense sales offerings and by providing interested buyers with 
more accurate descriptions of property, upon which they can base their bids with 
confidence. 

Specifically, action is to be taken at all disposal levels by each military depart- 
ment to insure that: 

1. Not less than 21 days are allowed for building up market interest in surplus 
and foreign excess sales offerings in excess of $25,000 acquisition cost; i. e., pro- 
spective purchasers must be given not less than 21 days, exclusive of transmittal 
time, to react to sales offerings, and not less than 14 days prior to the sale to in- 
spect property. Sales of materials whose retention would constitute a hazard to 
public health or safety are specifically exempted from this 21-day requirement, 

2. No surplus or foreign excess property is to be sold by lot except when in 
salvage condition or when the total appraised value of a collection of items is so 
low, or the number of different items so numerous and of such small individual 
value, as not to justify the expense of separate lotting and sale per unit. 

3. Surplus and foreign excess property sold on the per unit basis is to be counted 
or weighed at the time of delivery to buyer. 

4. Descriptive language used in advertising, invitations to bid, and auction 
catalogs is to conform to the language of the trade commonly engaged in the 
buying and selling of such items, and is to provide sufficient information to justify 
inspection by an interested buyer, and perhaps a bid. 

While many Department of Defense disposal activities at home and abroad 
routinely employ these merchandising principles, it is requested that special and 
expedited action be taken by each military department to assure compliance by 
all at an early date. The mandatory provisions of this memorandum will be 
incorporated in the next revision of Department of Defense Instruction 4160.4, 
dated July 13, 1954. 

(Signed) T. P. Pike 
(Stamped) T. P. Pixs. 


Exurpit F 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., October 22, 1956. 
Hon. Lynpon B. JoHNSON, 
Chairman, Preparedness Investigating Subcommittee, 
Committee on Armed Services, United States Senate. 


Dear Mr. CuarrMan: Secretary Quarles has asked me to reply to your letter 
of July 13, 1956, in which you requested further information concerning the case 
where certain tires were offered for surplus sale at the Burtonwood Air Force 
Depot, England. 

I regret the delay in this reply, but the Inspector General investigation, in 
which you were particularly interested, has only now been completed. This 
investigation was time consuming because we wanted to cover all aspects of the 
matter very thoroughly. This has now been done, but the investigation failed 
to uncover any criminal conduct on the part of any of the personnel involved. 
It indicated instead, that the error was purely clerical in nature. 

Regarding subsequent utilization of the tires in question, disposal action has 
been completed on 88 tires of miscellaneous sizes which did not fall into a report- 
able category and consequently did not require screening. As a result of the 
screening accomplished on the remaining 3,548 tires, 1,808 have been transferred 
to the Army’s Letterkenny Ordnance Depot; 582 to the Department of the Navy; 
195 have been redistributed to Air Force installations overseas; and 963 are being 
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considered by various military advisory assistance groups for possible use in the 
military assistance program. Those not required by the latter organizations 
will be offered for sale. 

With regard to your last question concerning the canceliation or modification 
of any procurement because of the ultimate disposition of these tires, the Depart- 
ment of the Army is responsible for the procurement of automotive tires for all 
of the services. The Army advises us that the redistribution of the bulk of these 
tires to using organizations will undoubtedly reduce requirements, and conse- 
quently affect procurement. However, because of the manner in which require- 
ments are consolidated, and bulk procurements are made, it is impossible to cite 


with any degree of accuracy a particular procurement which might have been 
affected. 


Sincerely yours, 
Dup.iey C. SHARP, 
Assistant Secretary of the Air Force. 





